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STATUTES AFFECTING POWERS OF NATIONAL BANKS AS 
INSURANCE AGENTS, AND CERTAIN RELATED PROVISIONS 


[Pustic—No. 43—63p Coneress.] 


[H. R. 7837.) 


An Act To provide for the establishment of Federal reserve banks, 
to furnish an elastic currency, to afford means of rediscounting commercial paper, 
to establish a more effective supervision of banking in the United States, and for 
other purposes. 

Re it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the short title of this 
Act shall be the ‘Federal Reserve Act.”’ 


* * * * * * * 
POWERS OF FEDERAL RESERVE BANKS. 


Sec. 13. Any Federal reserve bank may receive from any of its 
member banks, and from the United States, deposits of current funds 
in lawful money, national-bank notes, Federal reserve notes, or 
checks and drafts upon solvent member banks, payable upon presen- 
tation; or, solely for exchange purposes, may receive from other 
Federal reserve banks deposits of current funds in lawful money, 
national-bank notes, or checks and drafts upon solvent member or 
other Federal reserve banks, payable upon presentation. 

Upon the indorsement of any of its member banks, with a waiver of 
demand, notice and protest by such bank, any Federal reserve bank 
may discount notes, drafts, and bills of exchange arising out of actual 
commercial transactions; that is, notes, drafts, and bills of exchange 
issued or drawn for agricultural, industrial, or commercial purposes, 
or the proceeds of which have been used, or are to be used, for such 
purposes, the Federal Reserve Board to have the right to determine 
or define the character of the paper thus eligible for discount, within 
the meaning of this Act. Nothing in this Act contained shall be 
construed to prohibit such notes, drafts, and bills of exchange, secured 
by staple agricultural products, or other goods, wares, or merchandise 
from being eligible for such discount; but such definition shall not 
include notes, drafts, or bills covering merely investments or issued 
or drawn for the purpose of carrying or trading in stocks, bonds, or 
other investment securities, except bonds and notes of the Govern- 
ment of the United States. Notes, drafts, and bills admitted to dis- 
count under the terms of this paragraph must have a maturity at 
the time of discount of not more than ninety days: Provided, That 
notes, drafts, and bills drawn or issued for agricultural purposes or 
based on live stock and having a maturity not exceeding six months 
may be discounted in an amount to be limited to a percentage of the 
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capital of the Federal reserve bank, to be ascertained and fixed by the 
Federal Reserve Board. 

Any Federal reserve bank may discount acceptances which are 
based on the importation or exportation of goods and which have 
a maturity at time of discount of not more than three months, and 
indorsed by at least one member bank. The amount of acceptances 
so discounted shall at no time exceed one-half the paid-up capital stock 
and surplus of the bank for which the rediscounts are made. 

The aggregate of such notes and bills bearing the signature or in- 
dorsement of any One person, company, firm, or corporation redis- 
counted for any one bank shall at no time exceed ten per centum of the 
unimpaired capital and surplus of said bank; but this restriction shall 
not apply to the discount of bills of exchange drawn in good faith 
against actually existing values. 

Any member bank may accept drafts or bills of exchange drawn 
upon it and growing out of transactions involving the importation 
or exportation of goods having not more than six months sight to 
run; but no bank shall accept such bills to an amount equal at any 
time in the aggregate to more than one-half its paid-up capital stock 
and surplus. 

Section fifty-two hundred and two of the Revised Statutes of the 
United States is hereby amended so as to read as follows: No national 
banking association shall at any time be indebted, or in any way 
liable, to an amount exceeding the amount of its capital stock at such 
time actually paid in and remaining undiminished by losses or other- 
wise, except on account of demands of the nature following: 

First. Notes of circulation. 

Second. Moneys deposited with or collected by the association. 

Third. Bills of exchange or drafts drawn against money actually 
on deposit to the credit of the association, or due thereto. 

Fourth. Liabilities to the stockholders of the association for 
dividends and reserve profits. 

Fifth. Liabilities incurred under the provisions of the Federal 
Reserve Act. 

The rediscount by any Federal reserve bank of any bills receivable 
and of domestic and foreign bills of exchange, and of acceptances 
authorized by this Act, shall be subject to such restrictions, limita- 
tions, and regulations as may be imposed by the Federal Reserve 
Board. 


* * * * * * * 


Approved, December 23, 1913. 





[Pustic—No. 270—641TH CoNnGREss.] 
[H. R. 13391.] 


An Act To amend certain sections of the Act entitled ‘Federal 
reserve Act,’’ approved December twenty-third, nineteen hundred and thirteen. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Act entitled ‘“Fed- 
eral reserve Act,” approved December twenty-third, nineteen hun- 
dred and thirteen, be, and is hereby, amended as follows: 
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At the end of section eleven insert a new clause as follows 

“(m) Upon the affirmative vote of not less than five of its members 
the Federal Reserve Board shall have power, from time to time, by 
general ruling, covering all districts alike, to permit member banks 
to carry in the Federal reserve banks of their respective districts any 
portion of their reserves now required by section nineteen of this Act 
to be held in their own vaults.” 

That section thirteen be, and is hereby, amended to read as follows: 

“Any Federal reserve bank may receive from any of its member 
banks, and from the United States, deposits of current funds in lawful 
money, national-bank notes, Federal reserve notes, or checks, and 
drafts, payable upon presentation, and also, for collection, maturing 
bills; or solely for purposes of exchange or of collection, may receive 
from other Federal reserve banks deposits of current funds in lawful 
money, national-bank notes, or checks upon other Federal reserve 
banks, and checks and drafts, payable upon presentation within its 
district, and maturing bills payable within its district. 

“Upon the indorsement of any of its member banks, which shall 
be deemed a waiver of demand, notice and protest by such bank as 
to its own indorsement exclusively, any Federal reserve bank may 
discount notes, drafts, and bills of exchange arising out of actual 
commercial transactions; that is, notes, drafts, and bills of exchange 
issued or drawn for agricultural, industrial, or commercial purposes, 
or the proceeds of which have been used, or are to be used, for such 
purposes, the Federal Reserve Board to have the right to determine 
or define the character of the paper thus eligible for discount, within 
the meaning of this Act. Nothing in this Act contained shall be con- 
strued to prohibit such notes, drafts, and bills of exchange, secured 
by staple agricultural produc ts, or other goods, wares, or merchandise 
from being eligible for such discount; but such definition shall not 
include notes, drafts, or bills covering merely investments or issued 
wr drawn for the purpose of carrying or trading in stocks, bonds, or 
other investment securities, except bonds and notes of the Govern- 
ment of the United States. Notes, drafts, and bills admitted to dis- 
count under the terms of this paragraph must have a maturity at 
the time of discount of not more than ninety days, exclusive of days 
of grace: Provided, That notes, drafts, and bills drawn or issued for 
agricultural purposes or based on live stock and having a maturity 
not exceeding six months, exclusive of days of grace, may be dis- 
counted in an amount to be limited to a percentage of the assets of 
the Federal reserve bank, to be ascertained and fixed by the Federal 
Reserve Board. 

“The aggregate of such notes, drafts, and bills bearing the signa- 
ture or indorsement of any one borrower, whether a person, company, 
firm, or corporation, rediscounted for any one bank shall at no time 
exceed ten per centum of the unimpaired capital and surplus of said 
bank; but this restriction shall not apply to the discount of bills of 
exchange drawn in good faith against actually existing values. 

‘“‘“Any Federal reserve bank may discount acceptances of the kinds 
hereinafter described, which have a maturity at the time of discount 
of not more than three months’ sight, exclusive of days of grace, and 
which are indorsed by at least one member bank. 

“Any member bank may accept drafts or bills of exchange drawn 
upon it having not more than six months’ sight to run, exclusive of 
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days of grace, which grow out of transactions involving the importa- 
tion or “exportation of goods; or which grow out of transactions 
involving the domestic shipment of goods provided shipping docu- 
ments conveying or securing title are attached at the time of accept- 
ance; or which are secured at the time of acceptance by a warehouse 
receipt or other such document conveying or securing title covering 
readily marketable staples. No member bank shall accept, whether 
in a foreign or domestic transaction, for any one person, company, 
firm, or corporation to an amount equal at any time in the aggregate 
to more than ten per cent of its paid-up and unimpaired capital stock 
and surplus unless the bank is secured either by attached documents 
or by some other actual security growing out of the same transaction 
as the acceptance and no bank shall accept such bills to an amount 
equal at any time in the aggregate to more than one-half of its paid-up 
and unimpaired capital stock and surplus. 

‘“‘Any Federal reserve bank may make advances to its member 
banks on their promissory notes for a period not exceeding fifteen 
days at rates to be established by such Federal reserve banks, subject 
to the review and determination of the Federal Reserve Board, pro- 
vided such promissory notes are secured by such notes, drafts, bills 
of exchange, or bankers’ acceptances as are eligible for rediscount or 
for purchase by Federal reserve banks under the provisions of this 
Act, or by the deposit or pledge of bonds or notes of the United States.” 

Section fifty-two hundred and two of the Revised Statutes of the 
United States is hereby amended so as to read as follows: ‘‘No 
national banking association shall at any time be indebted, or in any 
way liable, to an amount exceeding the amount of its capital stock 
at such time actually paid in and remaining undiminished by losses 
or otherwise, except on account of demands of the nature following: 

“First. Notes of circulation. 

“Second. Moneys deposited with or collected by the association. 

“Third. Bills of exchange or drafts drawn against money actually 
on deposit to the credit of “the association, or due thereto. 

“Fourth. Liabilities to the stockholders of the association for divi- 
dends and reserve profits. 

“Fifth. Liabilities incurred under the provisions of the Federal 
reserve Act. 

“The discount and rediscount and the purchase and sale by any 
Federal reserve bank of any bills receivable and of ceneaita and 
foreign bills of exchange, and of acceptances authorized by this Act, 
shall be subject to such restrictions, limitations, and regulations as 
may be imposed by the Federal Reserve Board. 

“That in addition to the powers now vested by law in national 
banking associations organized under the laws of the United States 
any such association located and doing business in any place the 
population of which does not exceed five thousand inhabitants, as 
shown by the last preceding decennial census, may, under such rules 
and regulations as may be prescribed by the Comptroller of the Cur- 
rency, act as the agent for any fire, life, or other insurance company 
authorized by the authorities of the State in which said bank is 
located to do business in said Sté ate, by soliciting and selling insurance 
and collecting premiums on policies issued by such company; and 
may receive for services so rendered such fees or commissions as may 
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be agreed upon between the said association and the insurance com- 
pany for which it may act as agent; and may also act as the broker 
or agent for others in making or procuring loans on real estate located 
within one hundred miles of the place in which said bank may be 
located, receiving for such services a reasonable fee or commission: 
Povided, however, That no such bank shall in any case guarantee 
either the principal or interest of any such loans or assume or guar- 
antee the payment of any premium on insurance policies issued 
through its agency by its principal: And provided further, That the 
bank shall not guarantee the truth of any statement made by an 
assured in filing his application for insurance. 

“Any member bank may accept drafts or bills of exchange drawn 
upon it having not more than three months’ sight to run, exclusive 
of days of grace, drawn under regulations to be prescribed by the 
Federal Reserve Board by banks or bankers in foreign countries or 
dependencies or insular possessions of the United States for the pur- 
pose of furnishing dollar exchange as required by the usages of trade 
in the respective countries, dependencies, or insular possessions. 
Such drafts or bills may be acquired by Federal reserve banks in such 
amounts and subject to such regulations, restrictions, and limitations 
as may be prescribed by the Federal Reserve Board: Provided, 
however, That no member bank shall accept such drafts or bills of 
exchange referred to this paragraph for any one bank to an amount 
exceeding in the aggregate ten per centum of the paid-up and unim- 
paired capital and surplus of the accepting bank unless the draft or 
bill of exchange is accompanied by documents conveying or securing 
title or by some other adequate security: Provided further, That no 
member bank shall accept such drafts or bills in an amount exceeding 
at any time the aggregate of one-half of its paid-up and unimpaired 
capital and surplus.”’ 

That subsection (e) of section fourteen, be, and is hereby, amended 
to read as follows: 

“(e) To establish accounts with other Federal reserve banks for 
exchange purposes and, with the consent of the Federal Reserve 
Board, to open and maintain accounts in foreign countries, appoint 
correspondents, and establish agencies in such countries wheresoever 
it may deem best for the purpose of purchasing, selling, and collecting 
bills of exchange, and to buy and sell, with or without its indorsement, 
through such correspondents or agencies bills of exchange arising out 
of actual commercial transactions which have not more than ninety 
days to run, exclusive of days of grace, and which bear the signature 
of two or more responsible parties, and, with the consent of the Federal 
Reserve Board, to open and maintain banking accounts for such 
foreign correspondents or agencies.” 

That the second paragraph of section sixteen be, and is hereby, 
amended to read as follows 

“Any Federal reserve bank may make application to the local 
Federal reserve agent for such amount of the Federal reserve notes 
hereinbefore provided for as it may require. Such application shall 
be accompanied with a tender to the local Federal reserve agent of 
collateral in amount equal to the sum of the Federal reserve notes 
thus applied for and issued pursuant to such application. The col- 
lateral security thus offered shall be notes, drafts, bills of exchange, 
or acceptances rediscounted under the provisions of section thirteen 
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of this Act, or bills of exchange indorsed by a member bank of any 
Federal reserve district and purchased under the provisions of section 
fourteen of this Act, or bankers’ acceptances purchased under the 
provisions of said section fourteen. The Federal reserve agent shall 
each day notify the Federal Reserve Board of all issues and with- 
drawals of Federal reserve notes to and by the Federal reserve bank 
to which he is accredited. The said Federal Reserve Board may at 
any time call upon a Federal reserve bank for additional security to 
protect the Federal reserve notes issued to it.” 

That section twenty-four be, and is hereby, amended to read as 
follows: 

“Sec. 24. Any national banking association not situated in a 
central reserve city may make loans secured by improved and un- 
encumbered farm land situated within its Federal reserve district or 
within a radius of one hundred miles of the place in which such bank 
is located, irrespective of district lines, and may also make loans 
secured by improved and unencumbered real estate located within 
one hundred miles of the place in which such bank is located, irre- 
spective of district lines; but no loan made upon the security of such 
farm land shall be made for a longer time than five years, and no loan 
made upon the security of such real estate as distinguished from farm 
land shall be made for a longer time than one year nor shall the 
amount of any such loan, whether upon such farm land or upon 
such real estate, exceed fifty per centum of the actual value of the 
property offered as security. Any such bank may make such loans, 
whether secured by such farm land or such real estate, in an aggre- 
gate sum equal to twenty-five per centum of its capital and surplus 
or to one-third of its time deposits and such banks may continue 
hereafter as heretofore to receive time deposits and to pay interest 
on the same. 

“The Federal Reserve Board shall have power from time to time 
to add to the list of cities in which national banks shall not be per- 
mitted to make loans secured upon real estate in the manner de- 
scribed in this section.” 

That section twenty-five be, and is hereby, amended to read as 
follows 

“Sec. 25. Any national banking association possessing a capital 
and surplus of $1,000,000 or more may file application with the Fed- 
eral Reserve Board for permission to exercise, upon such conditions 
and under such regulations as may be prescribed by the said board, 
either or both of the following powers: 

“First. To establish branches in foreign countries or dependencies 
or insular possessions of the United States for the furtherance of the 
foreign commerce of the United States, and to act if required to do so 
as fiscal agents of the United States. 

‘Second. To invest an amount not exceeding in the aggregate ten 
per centum of its paid-in capital stock and surplus in the stock of 
one or more banks or corporations chartered or incorporated under 
the laws of the United States or of any State thereof, and principally 
engaged in international or foreign banking, or banking in a depend- 
ency or insular possession of the United States either directly or 
through the agency, ownership, or control of local institutions in 
foreign countries, or in such dependencies or insular possessions. 
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“Such application shall specify the name and capital of the banking 
association filing it, the powers applied for, and the place or places 
where the banking operations proposed are to be carried on. The 
Federal Reserve Board shall have power to approve or to reject such 
application in whole or in part if for any reason the granting of such 
application is deemed inexpedient, and shall also have power from 
time to time to increase or decrease the number of places where 
suc ‘+h banking operations may be carried on. 

“Every national banking association operating foreign branches 
shall be required to furnish information concerning the condition of 
such branches to the Comptroller of the Currency upon demand, and 
every member bank investing in the capital stock of banks or cor- 
porations described under subparagraph two of the first paragraph 
of this section shall be required to furnish information concerning 
the condition of such banks or corporations to the Federal Reserve 
Board upon demand, and the Federal Reserve Board may order spe- 
cial examinations of the said branches, banks, or corporations at such 
time or times as it may deem best. 

“Before any national bank shall be permitted to purchase stock in 
any such corporation the said corporation shall enter into an agree- 
ment or undertaking with the Federal Reserve Board to restrict its 
operations or conduct its business in such manner or under such 
limitations and restrictions as the said board may prescribe for the 
place or places wherein such business is to be conducted. If at any 
time the Federal Reserve Board shall ascertain that the regulations 
prescribed by it are not being complied with, said board is hereby 
authorized and empowered to institute an investigation of the matter 
and to send for persons and papers, subpoena witnesses, and adminis- 
ter oaths in order to satisfy itself as to the actual nature of the trans- 
actions referred to. Should such investigation result in establishing 
the failure of the corporation in question, or of the national bank or 
banks which may be stockholders therein, to comply with the regula- 
tions laid down by the said Federal Reserve Board, such national 
banks may be required to dispose of stock holdings in the said corpo- 
ration upon reasonable notice. 

“Every such national banking association shall conduct the accounts 
of each foreign branch independently of the accounts of other foreign 
branches established by it and of its home office, and shall at the end 
of each fiscal period transfer to its general ledger the profit or loss 
accrued at each branch as a separate item. 

‘Any director or other officer, agent, or employee of any mem- 
ber bank may, with the approval of the Federal Reserve Board, be 
a director or other officer, agent, or employee of any such bank or 
corporation above mentioned in the capital stock of which such 
member bank shall have invested as hereinbefore provided, without 
being subject to the provisions of section eight of the Act approved 
October fifteenth, nineteen hundred and fourteen, entitled ‘An Act 
to supplement existing laws against unlawful restraints and mo- 
nopolies, and for other purposes.’ ”’ 


Approved, September 7, 1916. 
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|[Pusitic—No. 121—65rn ConGress.] 
(S. 3714] 


An Act To provide further for the national security and defense, 
and, for the purpose of assisting in the prosecution of the war, to provide eredits for 
industries and enterprises in the United States necessary or contributory to the 
prosecution of the war, and to supervise the issuance of securities, and for other 
purposes. 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


Tirte 1.—War Finance Corporation. 


That the Secretary of the Treasury and four additional persons (who 
shall be the directors first appointed as hereinafter provided), are 
hereby created a body corporate and politic in deed and in law by 
the name, style, and title of the “War Finance Corporation” (herein 
called the Corporation), and shall have succession for a period of 
ten years: Provided, That in no event shall the Corporation exercise 
any of the powers conferred by this Act, except such as are incidental 
to the liquidation of its assets and the winding up of its affairs, after 
six months after the termination of the war, the date of such ter- 
mination to be fixed by proclamation of the President of the United 
States. 

Sec. 2. That the capital stock of the Corporation shall be 
$500,000,000, all of which shall be subscribed by the United States 
of America, and such subscription shall be subject to call upon the 
vote of three-fifths of the board of directors of the Corporation, with 
the approval of the Secretary of the Treasury, at such time or times 
as may be deemed advisable; and there is hereby appropriated, out 
of any money in the Treasury not otherwise appropriated, the sum 
of $500,000,000, or so much thereof as may be necessary for the pur- 
pose of making payment upon such subscription when and as called. 
Receipts for payments by the United States of America for or on 
account of such stock shall be issued by the Corporation to the Sec- 
retary of the Treasury, and shall be evidence of stock ownership. 

Sec. 3. That the management of the Corporation shall be vested 
in a board of directors, consisting of the Secretary of the Treasury, 
who shall be chairman of the board, and four other persons, to be 
appointed by the President of the United States, by and with the 
advice and consent of the Senate. No director, officer, attorney, 
agent, or employee of the Corporation shall in any manner, directly 
or indirectly, participate in the determination of any question affect- 
ing his personal interests, or the interests of any corporation, partner- 
ship, or association, in which he is directly or indirectly interested; 
and each director shall devote his time, not otherwise required by the 
business of the United States, principally to the business of the 
Corporation. Before entering upon his duties, each of the four 
directors so appointed, and each officer, shall take an oath faithfully 
to discharge the duties of his office. Nothing contained in this or 
any other Act shall be construed to prevent the appointment as a 
director of the Corporation of any officer or employee under the 
United States or of a director of a Federal reserve bank. 
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Of the four directors so appointed, the President of the United 
States shall designate two to serve for two years, and two for four 
years; and thereafter each director so appointed shall serve for four 
years, Whenever a vacancy shall occur among the directors so 
appointed, the person appointed director to fill any such vacancy 
shall hold office for the unexpired term of the enihoe whose place 
he is selected to fill. Any director shall be subject to removal by 
the President of the United States. Three members of the board 
of directors shall constitute a quorum for the transaction of business. 

Sec. 4. That the four directors of the Corporation appointed as 
hereinbefore provided shall receive annual salaries, payable monthly, 
of $12,000. Any director receiving from the United States any 
salary or compensation for services shall not receive as salary from 
the Corporation any amount which, together with any salary or 
compensation received from the United States, would make the 
total amount paid to him by the United States and by the Corporation 
exceed $12,000. 

Sec. 5. That the principal office of the Corporation shall be located 
in the District of ‘olumbia, but there may be established agencies 
or branch offices in any city or cities of the United States under 
rules and regulations prescribed by the beard of directors. 

Sc. 6. That the Corporation shall be empowered and authorized 
to adopt, alter, and use a corporate seal; to make contracts; to pur- 
chase or lease and hold or dispose of such real estate as may be neces- 
sary for the prosecution of its business; to sue and be sued; to com- 
plain and defend in any court of competent jurisdiction, State or 
Federal; to appoint, by its board of directors, and fix the compensa- 
tion of such officers, employees, attorneys, and agents as are necessary 
for the transaction of the business of the Corporation, to define their 
duties, require bonds of them and fix the penalties thereof, and to 
dismiss at pleasure such officers, employees, attorneys, and agents; 
and to prescribe, amend, and repeal, by its board of directors, subject 
to the approval of the Secretary of the Treasury, by-laws regulating 
the manner in which its general business may be conducted and the 
privileges granted to it by law may be exercised and enjoyed, and 
prescribing the powers and duties of its officers and agents. 

Sec. 7. That the Corporation shall be empowered and authorized 
to make advances, upon such terms, not inconsistent herewith, as 
it may prescribe, for periods not exceeding five years from the re- 
spective dates of such advances: 

(1) To any bank, banker, or trust company, in the United States, 
which shall have made after April sixth, nineteen hundred and sev- 
enteen, and which shall have outstanding, any loan or loans to any , 
person, firm, corporation, or association, conducting an established 
and going business in the United States, whose operations shall be 
necessary or contributory to the prosecution of the war, and evi- 
denced by a note or notes, but no such advance shall exceed seventy- 
five per centum of the face value of such loan or loans; and 

(2) To any bank, banker, or trust company, in the United States, 
which shall have rendered financial assistance, directly or indirectly, 
to any such person, firm, corporation, or association by the purchase 
after April sixth, nineteen hundred and seventeen, of its bonds or 
other obligations, but no such advance shall exceed seventy-five per 
centum of the value of such bonds or other obligations at the time 








10 STATUTES AFFECTING POWERS OF NATIONAL BANKS 


of such advance, as estimated and determined by the board of 
directors of the Corporation. 

All advances shall be made upon the promissory note or notes of 
such bank, banker, or trust company, secured by the notes, bonds, or 
other obligations, which are the basis of any such advance by the 
Corporation, together with all the securities, if any, which such bank, 
banker, or trust company may hold as collateral for such notes, 
bonds, or other obligations. 

The Cor poration shall, how ever, have power to make advances (a) 
up to one hundred per centum of the face value of any such loan 
made by any such bank, banker, or trust company to any such per- 
son, firm, corporation, or association, and (b) up to one hundred per 
centum of the value at the time of any such advance (as estimated 
and determined by the board of directors of the Corporation) of such 
bonds or other obligations by the purchase of which financial assist- 
ance shall have been rendered to such person, firm, corporation, or 
association: Provided, That every such advance shall be secured in 
the manner described in the preceding part of this section, and in 
addition thereto by collateral security, to be furnished by the bank, 
banker, or trust company, of such character as shall be prescribed 
by the board of directors, of a value, at the time of such advance (as 
estimated and determined by the board of directors of the Corpora- 
tion), equal to at least thirty-three per centum of the amount ad- 
vanced by the Corporation. The Corporation shall retain power to 
require additional security at any time. 

Sec. 8. That the Corporation shall be empowered and authorized 
to make advances from time to time, upon such terms, not incon- 
sistent herewith, as it may prescribe, for periods not exceeding one 
year, to any savings bank, banking institution or trust company, in 
the United States, which receives savings deposits, or to any building 
and loan association in the United States, on the promissory note 
or notes of the borrowing institution, whenever the Corporation shall 
deem such advances to be necessary or contributory to the prosecu- 
tion of the war or important in the public interest: Provided, That 
such note or notes shall be secured by the pledge of securities of such 
character as shall be prescribed by the board of directors of the Cor- 
poration, the value of which, at the time of such advance (as esti- 
mated and determined by the board of directors of the Corporation) 
shall be equal in amount to at least one hundred and thirty-three 
per centum of the amount of such advance. The rate of interest 
charged on any such advance shall not be less than one per centum 
per annum in excess of the rate of discount for ninety-day commer- 
cial paper prevailing at the time of such advance at the Federal 
reserve bank of the district in which the borrowing institution is 
located, but such rate of interest shall in no case be greater than the 
average rate receivable by the borrowing institution on its loans and 
investments made during the six months prior to the date of the 
advance, except that w here the average rate so receivable by the 
borrowi ing institution is less than such rate of discount for ninety- 
day commercial paper the rate of interest on such advance shall be 
equal to such rate of discount. The Corporation shall retain power 
to eigp sy additional security at any time. 

Src. 9. That the Corporation shall be empowered and authorized, 
in ecystectial cases, to make advances directly to any person, firm, 
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corporation, or association, conducting an established and going 
business in the United States, whose operations shall be necessary or 
contributory to the prosecution of the war (but only for the purpose 
of conducting such business in the United States and only when in 
the opinion of the board of directors of the Corporation such person, 
firm, corporation, or association is unable to obtain funds upon 
reasonable terms through banking channels or from the general 
public), for periods not exceeding five years from the respective dates 
of such advances, upon such terms, and subject to such rules and 
regulations as may be prescribed by the board of directors of the 
Corporation. In no case shall the aggregate amount of the advances 
made under this section exceed at any one time an amount equal to 
twelve and one-half per centum of the sum of (1) the authorized 
capital stock of the Corporation plus (2) the aggregate amount of 
bonds of the Corporation authorized to be outstanding at any one 
time when the capital stock is fully paid in. Every such advance 
shall be secured by adequate security of such character as shall be 
prescribed by the board of directors of a value at the time of such 
advance (as estimated and determined by the board of directors), 
equal to (except in case of an advance made to a railroad in the pos- 
session and control of the President, for the purpose of making 
additions, betterments or road extensions to such railroad) at least 
one hundred and twenty-five per centum of the amount advanced 
by the Corporation. The Corporation shall retain power to require 
additional security at any time. The rate of interest charged 
any such advance shall not be less than one per centum per annum 
in excess of the rate of discount for ninety-day commercial paper 
prevailing at the time of such advance at the Federal reserve bank 
of the district in which the borrower is located. 

Sec. 10. That in no case shall the aggregate amount of the advances 
made under this title to any one person, firm, corporation, or associ- 
ation exceed at any one time an amount equal to ten per centum of 
the authorized capital stock of the Corporation, but this section shall 
not apply in the case of an advance made to a railroad in the posses- 
sion and control of the President, for the purpose of making additions, 
betterments or road extensions to such railroad. 

Sec. 11. That the Corporation shall be empowered and authorized 
to subscribe for, acquire, and own, buy, sell, and deal in bonds and 
obligations of the United States issued or converted after September 
twenty-fourth, nineteen hundred and seventeen, to such extent as 
the board of directors, with the approval of the Secretary of the 
‘Treasury, may from time to time determine. 

See. 12. That the Corporation shall be empowered and authorized 
to issue and have outstanding at any one time its bonds in an amount 
aggregating not more than six times its paid-in capital, such bonds 
to mature not less than one year nor more than five years from the 
respective dates of issue, and to bear such rate or rates of interest, 
and may be redeemable before maturity at the option of the Corpo- 
ration, as may be determined by the board of directors, but such rate 

rates of interest shall be subject to the approval of the Secretary 
of the Treasury. Such bonds shall have a first and paramount float- 
ing charge on all the assets of the Corporation, and the Corporation 
shall not at any time mortgage or pledge any of its assets. Such 
bonds may be issued at not less than par in payment of any advances 
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authorized by this title, or may be offered for sale publicly or to any 
individual, firm, corporation, or association, at such price or prices 
as the board of directors, with the approval of the Secretary of the 
Treasury, may determine. 

Upon such terms not inconsistent herewith as may be determined 
from time to time by the board of directors, with the approval of the 
Secretary of the Treasury, at or before the issue thereof, any of such 
bonds may be issued payable i in any foreign money or for eign moneys 
or issued payable at the option of the respective holders thereof either 
in dollars or in any foreign money or foreign moneys at such fixed 
rate of exchange as may be stated in any such bonds. For the pur- 
pose of determining the amount of bonds issued payable in any 
foreign money or foreign moneys the dollar equivalent shall be deter- 
mined by the par of exchange at the date of issue thereof, as estimated 
by the Director of the Mint and proclaimed by the Sec retary of the 
Treasury in pursuance of the provisions of sec tion twenty-five of the 
Act entitled “An Act to reduce taxation, to provide revenue for the 
Government, and for other purposes,” approved August twenty- 
seventh, eighteen hundred and ninety-four. 

Src. 13. That the Federal reserve banks shall be authorized, subject 
to the maturity limitations of the Federal reserve Act and to regula- 
tions of the Federal Reserve Board, to discount the direct obligations 
of member banks secured by such bonds of the Corporation and to 
rediscount eligible paper secured by such bonds and indorsed by a 
member bank. No discount or rediscount under this section shali be 
granted at a less interest charge than one per centum per annum 
above the prevailing rates for eligible commercial paper of correspond- 
ing maturity. 

Any Federal reserve bank may, with the approval of the Federal 
Reserve Board, use any obligation or paper so acquired for any pur- 
pose for which it is authorized to use obligations or paper sec ured by 
bonds or notes of the United States not bearing the circulation privi- 
lege: Provided, however, That whenever Federal reserve notes are issued 
against the security of such obligations or paper the Federal Reserve 
Board may make a special interest charge on such notes, which, in 
the discretion of the Federal Reserve Board, need not be applicable 
to other Federal reserve notes which may from time to time be issued 
and outstanding. All provisions of law, not inconsistent herewith, 
in respect to the acquisition by any Federal reserve bank of obliga- 
tions or paper secured by such bonds or notes of the United States, 
and in respect to Federal reserve notes issued against the security 
of such obligations or paper, shall extend, in so far as applicable, to 
the acquisition of obligations or paper secured by the bonds of the 
Corporation and to the Federal reserve notes issued against the 
security of such obligations or paper. 

Sec. 14. That the Corporation shall not exercise any of the powers 
granted by this title or perform any business except such as is inci- 
dental and necessarily preliminary to its organization until it has 
been authorized by the President of the U nited States to commence 
business eee the provisions of this title. 

Sec. 15. That all net earnings of the Corporation not required for 
its oper seidén shall be accumulated as a reserve fund until such time 
as the Corporation liquidates under the terms of this title. Such 
reserve fund shall, upon the direction of the board of directors, with 
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the approval of the Secretary of the Treasury, be invested in bonds 
and obligations of the United States, issued or converted after 
September twenty-fourth, nineteen hundred and seventeen, or upon 
like direction and approval may be deposited in member ‘banks of 
the Federal Reserve System, or in any of the Federal reserve banks, 
or be used from time to time, as well as any other funds of the Cor- 
poration, in the purchase or redemption of any bonds issued by the 
Corporation. The Federal reserve banks are hereby authorized to 
act as depositaries for and as fiscal agents of the Corporation in the 
general performance of the powers conferred by this title. Begin- 
ning six months after the termination of the war, the date of such 
termination to be fixed by a proclamation of the President of the 
United States, the directors of the Corporation shall proceed to liqui- 
date its assets and to wind up its affairs, but the directors of the Cor- 
poration, in their discretion, may, from time to time, prior to such 
date, sell and dispose of any securities or other property acquired by 
the Corporation. Any balance remaining after the payment of all 
its debts shall be paid into the Treasury of the United States as 
miscellaneous receipts, and thereupon the Corporation shall be dis- 
solved. 

Sec. 16. That any and all bonds issued by the Corporation shall be 
exempt, both as to principal and interest, from all taxation now or 
hereafter imposed by the United . ites, any State, or any of the pos- 
sessions of the United States, or by any local taxing authority, 
except (a) estate or inheritance taxes, and (b) graduated additional 
income taxes, commonly known as surtaxes, and excess-profits and 
war-profits taxes, now or hereafter imposed by the United States, 
upon the income or profits of individuals, partnerships, corporations, 
or associations. The interest on an amount of such bonds the prin- 
cipal of which does not exceed in the aggregate $5,000, owned by 
any individual, partnership, corporation, or association, shall be 
exempt from the taxes referred to in clause (b). The Corporation, 
including its franchise and the capital and reserve or surplus thereof, 
and the income derived therefrom, shall be exempt from all taxation 
now or hereafter imposed by the United States, any State, or any of 
the possessions of the United States, or by any local taxing authority, 
except that any real property of the Corporation shall be subject to 
State, county, or municipal taxes to the same extent, according to 
its value, as other real property is taxed. 

Sec. 17. That the United States shall not be liable for the payment 
of any bond or other obligation or the interest thereon issued or 
incurred by the Corporation, nor shall it incur any liability in respect 
of any a or omission of the Corporation. 

SEC. That whoever (1) makes any statement, knowing it to be 
false, es ‘the purpose of obtaining for himself or for any other person, 
firm, corporation, or association any advance under this title, shall 
be punished by a fine of not more than $10,000, or by imprisonment 
for not more than five years, or both. 

Whoever willfully overvalues any security by which any such 
advance is secured, shall be punished by a fine of not more than 
$5,000, or by imprisonment for not more than two years, or both. 

Whoever (1) falsely makes, forges, or counterfeits any bond, 
coupon, or paper in imitation of or purporting to be in imitation of 
a bond or coupon issued by the Corporation; or (2) passes, utters, or 
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publishes, or attempts to pass, on or publish, any false, forged, 


or counterfeited bond, coupon, or paper purporting to be issued by 
the rec ote a knowing the same to be falsely made, forged, « 
counterfeited; or (3) false sly alters any such bond, coupon, or paper; 


or (4) passes, aed or publishes as true any falsely altered or spurious 
bond, coupon, or paper issued or purporting to have been issued by 
the Corporation, knowing the same to be falsely altered or spurious, 
shall be punished by a fine of not more than $10,000, or by imprison- 
ment for not more than five years, or both. 

Whoever, being connected in on sipadite with the Corporation, 
(1) embezzles, abstracts, or willfully misapplies any moneys, funds, 
or credits thereof, or (2) with intent to defraud the Corporation or 
any other company, body politic or corporate, or any individual, or 
to deceive any so a of the Corporation, (a) makes any false entry 
in any book, report, or statement of the Corporation, or (b) without 
authority from the dine ‘tors draws any order or assigns any note, 
bond, draft, mortgage, judgment, or decree thereof, shall be punished 
by a fine of not more than $10,000, or by imprisonment for not more 
than five years, or both. 

The Secretary of the Treasury is hereby authorized to direct and 
use the Secret Service Div ision of the Treasury Department to detect, 
arrest, and deliver into custody of the United States marshal having 
jurisdiction any person committing any of the offenses punishable 
under this section. 

Sec. 19. That the Corporation shall file quarterly reports with the 
Secretary of the Senate and with the Clerk of the House of Repre- 
sentatives, stating as of the first day of each month of the quarter 
just ended (1) the total amount of capital paid in, (2) the total amount 
of bonds issued, (3) the total amount of bonds outstanding, (4) the 
total amount of advances made under each of sections seven, eight, 
and nine, (5) a list of the classes and amount of securities taken under 
each of such sections, (6) the total amount of advances outstanding 
under each of sections seven, eight, and nine, and (7) such other 
information as may be hereafter required by either House of Congress. 

The Corporation shall make a report to Congress on the first day 
of each regular session, including a detailed statement of receipts and 
expenditures. 

Sec. 20. Section fifty-two hundred and two of the Revised Statutes 
of the United States is hereby amended so as to read as follows: 

“Src. 5202. No national banking association shall at any time be 
indebted, or in any way liable, to an amount exceeding the amount 
of its capital stock at such time actually paid in and remaining un- 
diminished by losses or otherwise, except on account of demands of 
the nature following: 

“First. Notes of circulation. 

“Second. Moneys deposited with or collected by the association. 

“Third. Bills of exchange or drafts drawn against money actually 
on deposit to the credit of the association, or due thereto. 

“Fourth. Liabilities to the stockholders of the association or divi- 
dends and reserve profits. 

“Fifth. Liabilities incurred under the provisions of the Federal 
Reserve Act. 

“Sixth. Liabilities incurred under the provisions of the War Finance 
Corporation Act.” 
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Sec. 200. That there is hereby created a committee to be known 
as the “Capital Issues Committee,” hereinafter called the Committee, 
and to be composed of seven members to be appointed by the Presi- 
dent of the United States, by and with the advice and consent of the 
Senate. At least three of the members shall be members of the 
Federal Reserve Board. 

No member, officer, attorney, agent, or employee of the Committee 
shall in any manner, directly or indirectly, participate in the deter- 
mination of any question affecting his personal interests, or the inter- 
est of any corporation, partnership, or association in which he is 
directly or indirectly interested. Before entering upon his duties, 
each member and officer shall take an oath faithfully to discharge 
the duties of his office. Nothing contained in this or any other Act 
shall be construed to prevent the appointment as a member of the 
Committee, of any officer or employee under the United States or of 
a director of a Federal reserve bank. 

The terms during which the several members of the Committee 
shall respectively hold office shall be determined by the President 
of the United States, and the compensation of the several members 
of the Committee who are not members of the Federal Reserve Board 
shall be $7,500 per annum, payable monthly, but if any such member 
receives any other compensation from any office or employment 
under the United States the amount so received shall be deducted 
from such salary, and if such other compensation is $7,500 or more, 
such member shall receive no salary as a member of the Committee. 
Any member shall be subject to removal by the President of the 
United States. The President shall designate one of the members 
as chairman, but any subsequent vacancy in the chairmanship shall 
be filled by the Committee. Four members of the Committee shall 
constitute a quorum for the transaction of business. 

Sec. 201. That the Committee may employ and fix the compen- 
sation of such officers, attorneys, agents, and other employees as 
may be deemed necessary to conduct its business, who shall be 
appointed without regard to the provisions of the Act entitled ‘An 
Act to regulate and improve the civil service of the United States,” 
approved January sixteenth, eighteen hundred and eighty-three 
(volume twenty-two, United States Statutes at Large, page four 
hundred and three), and amendments thereto or any rules or regu- 
lations made in pursuance thereof. No such officer, attorney, agent, 
or employee shall receive more compensation than persons perform- 
ing services of like or similar character under the Federal Reserve 
Board. 

Sec. 202. That all the expenses of the Committee, including all 
necessary expenses for transportation incurred by the members 
or by its officers, attorneys, agents, or employees under its orders 
in making an investigation or upon official business in any other 
places than at their respective headquarters, shall be allowed and 
paid on the presentation of itemized vouchers therefor approved by 
the chairman. 

The Committee may rent suitable offices for its use, and purchase 
such furniture, equipment, and supplies as may be necessary, but 


shall not expend more than $10,000 annually for offices in the Dis- 
trict of Columbia. 
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The principal office of the Committee shall be in the District of 
Columbia, but it may meet and exercise all its powers at any other 
place. The Committee may, by one or more of its members, or by 
such agents as it may designate, prosecute any inquiry necessary to 
its duties in any part of the United States. 

Sec. 203. That the Committee may, under rules and regulations 
to be prescribed by it from time to time, investigate, pass upon, and 
determine whether it is compatible with the national interest that 
there should be sold or offered for sale or for subscription any issue, 
or any part of any issue, of securities hereafter issued by any per- 
son, firm, corporation, or association, the total or aggregate par or 
face value of which issue and any other securities issued by the same 
person, firm, corporation, or association since the passage of this Act 
is in excess of $100,000. Shares of stock of any corporation or asso- 
ciation without nominal or par value shall for the purpose of this 
section be deemed to be of the par value of $100 each. Any securi- 
ties which upon the date of the passage of this Act are in ‘the pos- 
session or control of the corporation, association, or obligor issuing 
the same shall be deemed to have been issued after the passage of 
this Act within the meaning hereof. 

Nothing in this title shall be construed to authorize such Com- 
mittee to pass upon (1) any borrowing by any person, firm, corpora- 
tion, or association in the ordinary course of business as distinguished 
from borrowing for capital purposes, (2) the renewing or refunding 
of indebtedness existing at the time of the passage of this Act, (3) the 
resale of any securities the sale or offering of which the Committee 
has determined to be compatible with the national interest, (4) any 
securities issued by any railroad corporation the property of which 
may be in the possession and control of the President of the United 
States, or (5) any bonds issued by the War Finance Corporation. 

Nothing done or omitted by the Committee hereunder shall be 
construed as carrying the approval of the Committee or of the United 
States of the legality, validity, worth, or security of any securities. 

Src. 204. That there is here by appropriated out of any money in 
the Treasury not otherwise appropriated, for the remainder of the 
fiscal year ending June thirtieth, nineteen hundred and eighteen, and 
the fiscal year ending June thirtieth, nineteen hundred and nineteen, 
the sum of $200,000 for the purpose of defraying the expenses of the 
establishment and maintenance of the Committee, including the pay- 
ment of the salaries and rents herein authorized. 

Sec. 205. That the Committee shall make a report to Congress on 
the first day of each regular session, including a detailed statement 
of receipts and expenditures, and also including the names of all 
officers and employees and the salary paid to each. 

Sec. 206. That this title shall continue in effect until, but not after, 
the expiration of six months after the termination of the war, the 
date of such termination to be determined by a proclamation of the 
President of the United States, but the President may at any time 
by proclamation declare that this title is no longer necessary, and 
thereupon it shall cease to be in effect. 
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Trirte III.—MIsceL.aNneovs. 


Sec. 300. That whoever willfully violates any of the provisions of 
this Act, except where a different penalty is provided in this Act, 
shall, upon conviction in any court of the United States of competent 
jurisdiction, be fined not more than $10,000 or imprisoned for not 
more than one year, or both; and whoever knowingly participates 
in any such violation, except where a different penalty is provided 
in this Act, shall be punished by a like fine or imprisonment, or both. 

Sec. 301. That no stamp tax shall be required or imposed upon a 
promissory note secured by the pledge of bonds or obligations of the 
United States issued after April twenty-fourth, nineteen hundred and 
seventeen, or secured by the pledge of a promissory note which 
itself is secured by the pledge of such bonds or obligations: Provided, 
That in either case the par value of such bonds or obligations shall 
equal the amount of such note. 

Sec. 302. That if any clause, sentence, paragraph, or part of this 
Act shall, for any reason, be adjudged by any court of competent 
jurisdiction to be invalid, or, in case any court of competent juris- 
diction shall adjudge to be invalid any provisions hereof in respect 
of any class or classes of securities, such judgment shall not affect, 
impair, or invalidate the remainder of this Act, but shall be confined 
in its operation to the clause, sentence, paragraph, part, or subject 
matter of this Act directly involved in the controversy in which 
such judgment shall have been rendered. 

Src. 303. That the term “securities,”’ as used in this Act, includes 
stocks, shares of stock, bonds, debentures, notes, certificates of 
indebtedness, and other obligations. 

Sec. 304. That the right to amend, alter, or repeal this Act is 
hereby expressly reserved. 

Sec. 305. That the short title of this Act shall be the ““War Finance 
Corporation Act.” 

Sec. 306. That all provisions of any Act or Acts inconsistent with 
the provisions of this Act are hereby repealed. 

Approved, April 5, 1918. 


O 








